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Beneficial Life, Salt Lake City, Utah 

Cherokee Life, Rome, Ga 

Clay Life Association, Kearney, Mo 

Cleveland Life, Cleveland, Ohio 

Columbian National Life, Boston, Mass 
Continental Life, Inc., Washington, D. C 
Inter-Mountain Life, Salt Lake City, Utah 
Iowa Legion of Honor, Cedar Rapids, Ia 
Iroquois Life, Louisville, Ky 

North State Life, Kinston, N, C 
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Penn Mutual Life, Philadelphia, Pa 

Protective League Life, Decatur, Ill 
Prudential Life, Winnipeg, Man 

Reliable Life Assurance Co., Indianapolis, Ind 
Royal Life, Chicago, Ill 

Security Mutual Life, Binghamton, N. Y 
Shenandoah Life, Roanoke, Va 

Sun Life Assurance Co. of Canada, Montreal, Que 
Union Central Life, Cincinnati, Ohio 

United Life & Accident Ins. Co., Concord, N. H 
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Editorial Section 











THE UNION CENTRAL’S STOCK DIVIDEND 


Elsewhere in this issue we print a letter sent out by 
this company stating that on March 1, 1916, its au- 
thorized capital was increased to $2,500,000, and that 
$1,500,000 of new stock was issued to the present 
owners of its $500,000 outstanding capital stock; the 
new stock being paid for out of the surplus of the 
company derived from non-participating business. 
This increased the paid-up capital of the company 
four-fold, and left $500,000 of authorized capital 
stock unissued in the treasury. 

The Union Central Life Insurance Company has 
made such substantial growth that this transaction 
will necessarily attract a great deal of attention; and 
at the outset of any discussion of the matter it 
should be stated that there is no room for doubt that 
the company is well within its legal rights in paying 
this large stock dividend. Whether the payment will 
be for the best interests of the company, including 
its participating policyholders, appears to us doubtful. 
- At the end of 1907 the company’s capital was 
$100,000. On June 16, 1908, a stock dividend of 
$400,000 was declared. This brought about a con- 
troversy between the company and the Insurance De- 
partments of several States, which latter demanded 
that the stock dividend and a cash dividend on the 
new stock of 5 per cent. should be rescinded. The 
matter was tried out in the courts and decided un- 
equivocally in favor of the company. In that decision 
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the Supreme Court of the State of Ohio intimated 
that the entire surplus of the company, from what- 
ever source derived, was the absolute property of the 
stockholders, but it carefully pointed out that this 
particular question was not before the court for ad- 
judication. It was this matter which, by a rather 
interesting coincidence, was referred to in these 
columns last month, in an editorial entitled “The 
Tendency toward Mutualization.” In that article 
we contrasted the action of the company in reporting 
separately the surplus derived from participating and 
non-participating business, with the comment of the 
court just referred to above, and said: “Where such 
conflict is possible, the desirability of mutualization 
needs no extended argument, and the whole tendency 
of the times is in that direction.” 

When this company declared the stock dividend of 
$400,000, and was attacked by various State insur- 
ance officials in consequence, it had within the year 
ceased issuing new non-participating policies; none 
have been issued during the past eight years and none 
are being issued now. Within a period of years which 
in the life of a corporation such as this may reason- 
ably be called inconsiderable all of its non-participat- 
ing business will have run off, and when that point is 
reached this company will be in the anomalous posi- 
tion of writing and having in force participating busi- 
ness exclusively and of paying dividends on a very 
large capitalization from profits contributed largely, 
if not wholly, by participating policyholders. As the 
non-participating force decreases in 
amount, the dividends to stockholders will be drawn 
more and more from the participating business, and, 
though the company’s letter points out that by-laws 
will be adopted with the object of preventing any 
materially increased proportionate burden upon these 
policyholders, the position of the company will be- 
come less and less susceptible to logical defense. How 
rapid this decrease of business will be is indicated by 
the fact that at the end of 1906 the non-participating 
business in force aggregated $52,943,501, while at the 
end of 1915 it had shrunk to $27,765,177. 

For all of the above reasons—which, of course, are 
quite obvious to the highly skilled officials who have 
so efficiently managed this company—tt is difficult for 
us to understand this action, unless the stockholders 
believe that within a comparatively brief period the 
logic of the situation will compel the mutualization 
of the company, and feel that the action just taken 
will make their own interests more secure when that 
time comes. We do not wish our subscribers to ac- 
quire from these comments any erroneous ideas con- 
cerning our opinion of this company. It has earned 


business in 





and paid very substantial dividends to its participat- 
ing policyholders (in addition to the profits earned 
for its stockholders), so that it ranks among the fore- 
most companies of the country in that respect. We 
must conclude, however, that this stock dividend is 
a tactical mistake, and that it would have been much 
more logical for the stockholders simply to have 
taken the money out in cash, if they felt they were 
entitled to it—and, frankly, we think they were. To 
saddle the business with dividends on a capital so 
largely increased, however, when no new non-par- 
ticipating policies are being issued and the non- 
participating business in force is dwindling so rapidly 
does not appear defensible, viewed simply as a matter 
of commonsense. 





ECONOMY EFFECTED BY THE LIQUIDA- 
TION BUREAU OF THE NEW YORK IN- 
SURANCE DEPARTMENT. 


Up to a comparatively few years ago insurance in- 
stitutions of this state which became involved f- 
nancially were placed in the hands of receivers, and 
the history of some of the receiverships of insur- 
ance concerns in this State is a complete exposition 
of “graft” and extravagance. By the time the re- 
ceivers and their attorneys got through with the 
mangled remains of these unfortunate concerns the 
creditors were lucky if they received, after a number 
of years’ delay, a small part of what was due them -- 
and no one even seemed to think that it was necessary 
to save anything for the stockholders! 

All this was changed when there was created a 
bureau of the Insurance Department of this State 
charged with the duty of speedily and economically 
liquidating insolvent insurance concerns. It was 
placed in the hands of Mr. Frederic G. Dunham, who, 
after several years of superintendence of the liquida- 
tion bureau, has become Counsel for the Association 
of Life Insurance Presidents. During his adminis- 
tration of the bureau he handled the affairs of fifty- 
eight insolvent companies, and in forty-two of these 
cases the liquidation has been completed, leaving six- 
teen still in process. These companies “have varied 
in size and importance from an insignificant co-opera- 
tive live stock company, with neither assets nor 
records, whose charter, in irresponsible hands, was a 
public menace, to a large fraternal order having assets 
aggregating more than three millions of dollars and 
a membership of thirty-eight thousand, in danger of 
losing their hard-earned savings through the impro- 
vidence of incgmpetent managers. Every variety of 
corporation, and practically every line of business 
recognized by the insurance law is represented ‘n the 
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departmental liquidations, and funds amounting to 
a total of $6,018,540.33 have been administered at a 
total expense to date for all purposes of $149,216.39 
—less than 2% per cent. of the sum involved.” We 
quote from the Fifty-Seventh Annual Report of the 
Superintendent of Insurance of New York State, just 
issued. 

From the beginning the practice has been uniform in 





placing the proceedings in charge of a Special Deputy | 


Superintendent of Insurance, who was a lawyer, and 
was not only able but also expected to render legal 
as well as administrative services. In this way the 
function of receiver and receiver’s attorney has been 
performed by a single individual, who has received 
as compensation for services in both capacities very 


much less than a receiver would have been entitled to | 


as a matter of law for nominal services in the liquida- 
tion of a corporation having an equal amount of 
assets. The same person has acted as Special Deputy 
in several cases pending at the same time without ad- 
ditional compensation, which has resulted in further 
saving. The large number of liquidations handled by 
the liquidator and his staff has made them expert in 
such work, so that they are able to systematize and 
expedite it and avoid the expense involved under the 
old system, due to the necessity of each receiver going 
over ground previously covered in similar proceed- 
ings by other receivers. 

The new system has been imitated in a few 
States, and deserves general adoption. It results 
in the conservation of the assets of failed institutions 
and the elimination of “grafting” on the part of 
receivers and their attorneys, which in many: States 
has been a grave scandal, prejudicial not alone to the 
creditors and stockholders of failed concerns, but 
also to the reputation of the courts and the whole 
legal system. 





NEW YORK INSURANCE DEPARTMENT ISSUES 
REPORT. 


On February 28 Superintendent of Insurance Jesse 
S. Phillips sent to the Legislature his preliminary re- 
port, in which the many activities of the Department 
are discussed. He suggests an amendment to Section 
87 which limits the amount of surplus funds which may 
be retained by life insurance companies. He discusses 
the conditions which were disclosed in the investigation 
by the Armstrong Committee, causing the recommenda- 
tion of a limitation for contingency reserves. The fact 
that the large surplus built up by deferred dividend 
policies will shortly be exhausted is also pointed out. 
It is suggested that troublesome financial conditions, 
such as_ the country experienced in 1907 and 1914, de- 
mand a slightly larger factor of safety in the contin- 
gency reserves of life insurance companies. 
tendent Phillips feels that, for the reasons stated, it 


Superin- | 
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is desirable to amend Section 87 of the Insurance Law 
so as to permit additional accumulations in the contin- 
gency reserves, in order that companies whose policy 
reserves are more than seventeen and a half million, 
but less than twenty million dollars, should have the 
same margin as at present allowed, while companies 
whose reserves are over forty-five million dollars should 
have a margin of seven and one-half per centum. Be- 
tween these two points the contingency reserve should 
diminish by one-fourth of one per cent., in accordance 
with the amounts of policy reserves set forth in the 
present law. 

Reference is made to the mutualization of the Metro- 
politan and Prudential Life Insurance Companies and 
the effect upon those companies of the limitation of 
first year expenses fixed by the present laws. In order 
that such companies shall not be compelled by the 
requirement to observe these provisions, to increase 
their rates beyond those which they deem necessary, 
Superintendent Phillips advocates a further amendment 
to Section 97 of the Insurance Law, and states that an 
allowance equivalent to six per centum of the net pre- 
miums of the companies affected, in addition to the 
present statutory allowances, viz., the premium loadings 
and assumed mortality gains, will permanently correct 
the existing situation. A bill embodying such recom- 
mendations has already been introduced in both houses 
of the Legislature, bearing the approval of the Insur- 
ance Department. 

He suggests that a further period of five years from 
December 31, 1916, be allowed the life insurance com- 
panies for the final disposal of stocks owned, upon the 
ground that the business conditions prevailing during 
the last five years have made the time inonportune for 
such sales. 

Reference is made to the legislation attempted during 
1915 by certain fraternal orders to authorize the writ- 
ing of infantile insurance. This was opposed by the 
Department as contrary to the spirit of mutuality. The 
matter will be considered at the April meeting of the 
National Convention of Insurance Commissioners, who 
meanwhile are on record as opposed to it. 
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Latest Insurance Decisions Discussed 


By WILLIAM OTIS BADGER, JR. 
(Of the New York Bar) 








COMPANY’S RIGHT TO TERMINATE AGENCY. 


Where a General Agency Contract Did Not Have a 
Stated Term and Provided for a Thirty Days’ 
Notice of Cancellation, Company Could Termin- 
ate Agency WITHOUT Thirty Days’ Notice. 


The United States Circuit Court of Appeals in the 
Fighth District, some few months ago rendered a de- 
cision upholding the right of life insurance companies to 
control their agency force, even to the point of dis- 
continuing the agency abruptly. 

The facts are found in the opinion, which is as fol- 
ows: 

Action for damages based upon an alleged breach of 
a written contract of agency between the plaintiff in 
error, plaintiff below, a citizen of Minnesota, and the de- 
fendant in error, defendant below, a corporation of the 
state of Connecticut. The contract in controversy was 
entered into June 1, 1912, between the plaintiff and de- 
fendant, and became effective July 1, 1912. By its terms 
the plaintiff was constituted general agent of the de- 
fendant, for the purpose of soliciting applications for 
life insurance in the defendant company, and having 
as his territory the state of Minnesota. Plaintiff entered 
upon his duties as such agent on or about July 1, 1912, 
and continued in defendant’s employ until about the 
middle of February, 1913. During that time he collected 
the first year premiums upon all policies which were 
written by him, and retained his commissions thereon. 
No renewal premiums were due the company on said 
policies when plaintiff ceased to act as agent for de- 
fendant, and none would become due until July, 1913, 
and then only in case of renewals actually made. On 
January 6, 1913, defendant entered into a contract with 
the Missouri State Life Insurance Company of St. 
Louis, Mo., by which contract defendant reinsured its 
old-line, level premium, legal reserve policies with the 
last-named company. On January 7, 1913, and again on 
January 21, 1913, the defendant company wrote to the 
plaintiff, notifying him of said contract of reinsurance 
with the Missouri company, and that the contract would 
go into effect upon its approval by the Insurance Com- 
missioners of Connecticut and Missouri. The contract 
of reinsurance was approved by the Insurance Commis- 
sioners of the two states mentioned on February 17, 
1913. On March 1, 1913, the defendant’s license to do 
business in the state of Minnesota expired, and on that 
day it ceased to do business in that state. 

Shortly before February 17, 1913, the plaintiff ceased 
to take applications for the defendant, and February 
20, 1913, commenced this action, demanding $7,500 dam- 
ages for breach of his contract, claiming that the mak- 
ing and carrying out of the reinsurance contract by 
the defendant with the Missouri Insurance Company 
constituted a wrongful termination of the contract be- 
tween the plaintiff and the defendant company. At 
the close of the evidence, on motion made by the de- 
fendant, the trial court directed the jury to return a 
verdict in defendant’s favor. Verdict was so returned, 
and judgment was thereupon entered. Objection was 
duly made and exception duly taken by the plaintiff's 
attorney. 

The provisions of the contract between plaintiff and 
defendant, so far as material to the decision here, are 
as follows:— 

Section 8: “If this contract shall be terminated by 
either party for any cause whatever, the compensation 
which shall then have been paid to the agent, together 
with the amount then due him under this contract, shall 
be in full settlement of all claims and demands upon 





the company in favor of the agent under this contract, 
and all further compensation which a continuance of 
said contract might have secured to him, shall be 
waived and forfeited, except as herein otherwise pro- 
vided.” 

Section 10: “During the continuance of this contract 
and as hereinafter provided the company will pay on 
policies issued on and after the date on which this 
contract shall become effective on applications secured 
by and through the agent, as full compensation for all 
services, and full reimbursement for all expenditures, 
first year and renewal commissions in accordance with 
the following schedule.” (Schedule follows.) 

Section 13: “If this contract is terminated within 
three years from date hereof by the death of the agent 
or for causes other than the violation of its conditions, 
the company will pay renewal commissions as provided 
above, less a collection charge of 2 per cent. on the 
premiums, for as many years as this contract shall 
have been in force.” 

Section 21: “Either party to this contract may ter- 
minate same by giving to the other party thirty days’ 
notice in writing to that effect, and the power of the 
agent to collect and receive premiums shall cease with 
the termination of this contract.” 

It does not appear from the record upon what grounds 
the verdict was directed in favor of the defendant, but 
it is conceded by both parties that the trial court held 
that the case was controlled by the decision of this 
court in the case of Moore vs. Security Trust & Life 
Ins. Co., 168 Fed. 496, 93 C. C. A. 652. Plaintiff claims 
that the trial court erred in thus holding, and in direct- 
ing a verdict, and contends that the decision in the 
Moore Case does not apply, because in that case the 
agency contract involved was construed to be one at 
will, while in the case at bar the agency contract should 
be construed as one for a fixed term. 

The defendant contends that the action of the trial 
court in directing a verdict for the defendant was 
right: (1) Because no breach of the plaintiff's con- 
tract was shown upon the trial. (2) Because the ex- 
press terms of the contract preclude any recovery in 
this case. (3) Because if, as the plaintiff claims, the 
making of the contract by the defendant with the Mis- 
souri Insurance Company terminated plaintiff’s contract 
with the defendant, then the notice to plaintiff in writ- 
ing on January 7 and January 21, 1913, was a sufficient 
notice under section 21 of the contract. (4) Because, 
even if any right of recovery under the terms of the 
contract accrues in favor of the plaintiff, the present 
action was prematurely brought. 

It will not be necessary to discuss these several propo- 
sitions at length or in detail, because, in our opinion, 
the case of Moore vs. Insurance Co., supra, is decisive 
of the case at bar. That case involved an insurance 
agency contract, which, as well as the facts surround- 
ing its inception, its performance and its termination, 
were all quite similar to those in the case at bar. The 
facts in the Moore Case were thus stated in the court’s 
opinion: 

“The contract between the defendant insurance com- 
pany and its agents, the plaintiffs, was in writing, and 
it took effect on May 15, 1904. By the terms of that 
agreement the insurance company appointed the plain- 
tiffs its agents in the state of Kansas and promised 
to pay them certain commissions during the continuance 
of their agency, and that after the termination of the 
contract a commission of 7% per cent. would be paid 
to them on renewal premiums upon the insurance which 
they obtained as these premiums were collected by the 
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company. The contract provided that the agreement of 
agency, with the exception of the stipulation that the 
commission on the future renewal premiums should be 
paid after its termination should cease if the authority 
of the company to operate in Kansas terminated, if the 
agents withheld funds, policies, or receipts of the com- 
pany thirty days after they should have been trans- 
mitted to it, or thirty days after they were demanded 
by the company, and if either party for just and rea- 
sonable cause gave thirty days’ notice of its termination. 
It contained no stipulation that the insurance company 
would continue the appointment of the agents, or that 
the plaintiffs would continue to serve as agents, for any 
length of time. * * * In September, 1906, the de- 
fendant made a contract with the Pittsburgh Life & 
Trust Company whereby it turned over to that com- 
pany all its business and property and disabled itself 
from continuing in the business of life insurance and 
from collecting the future renewal premiums upon in- 
surance secured by the plaintiffs, which insurance 
amounted to more than $1,000,000, and it notified the 
plaintiffs of this fact and that the contract of agency 
was terminated. The present worth of the plaintiff's 
commission on the future renewal premiums upon this 
insurance was $18,792.60, and they had expended $8,- 
370 in the promotion of the defendant’s business during 
the agency in reliance upon reimbursement from its 
continuance. Upon these alleged facts the plaintiffs 
demand judgment for $27,162.96.” 

In reference to the facts thus stated the court said:— 

“It is a general and indisputable rule of law that 
the principal may revoke and the agent may renounce 
the latter’s appointment at will and at any time, without 
committing any breach of the contract of agency and 
without incurring any liability for damages. There are 
exceptions to this rule, as where the agent acquired an 
interest, not in the fruits or profits of the thing. but 
in the thing itself, which is the subject-matter of the 
agency. Hunt vs. Rousmanier, 8 Wheat. 175, 203, 5 L. 
Ed. 589. But the agents acquired no such interest in this 
case, and it is useless to consider or discuss this or other 


exceptions that are equally inapplicable. In view of the | 


general rule, which has been stated, parties who intend 
that their contracts of agency shall exist for definite 
times embody in their contracts express provisions that 
they shall continue for specified terms, and the absence 
of such a provision in a contract of agency raises a 
strong presumption that it was an agency at will.” 

The court in answer to the contention of counsel in 
that case: 

“That the provisions of this contract that it should 
terminate (1) thirty days after the agents failed to 
transmit due or demanded funds, policies, or receipts; 
(2) when the authority of the company to operate in 
Kansas should terminate; and (3) for just and reason- 
able cause on thirty days’ notice, show that the parties 
intended to agree, and, therefore, did contract by impli- 
cation, that the contract of agency should be permanent” 
—used the following language :— 

“The right to determine what risks it should accept 
and what it should reject, what rates it should charge, in 
what states it should conduct its business, and in what 
it should not, how long it should continue to insure 
lives, in view of its present and probable success or 
failure, and whether it should continue an unprofitable 
business to the ultimate loss of itself and its policy- 
holders, or reinsure its risks in some other company 
and prevent greater loss, and generally to determine and 
carry into effect the business policy of the company, 
was vital to the due exercise of its corporate powers, 
to its continued existence, and to its success. Did the 
company, in view of this fact, intend by this agreement 
to deprive itself of this right. * * * The true an- 
swer does not seem to be doubtful. It is obvious, from 
the nature of the company and the surrounding facts, 
that it intended td reserve to itself the right at its own 
free will to determine what applications for insurance 
it should accept what it should reject, in what states 
and on what terms it should conduct its insurance busi- 





ness, what premiums it should charge, how long it 
should carry on its general business, whether or not, 
and when, if at all, it should turn over its business to 
another company, reinsure its risks, and cease to do an 
insurance business, free from all liability to its agents 
for damages for so doing. This right and its free ex- 
ercise were as essenti 1 to the due exercise of the 
corporate powers of the defendant as the right of the 
plaintiffs to be free from life-long service to it was 
to their comfort and prosperity, and nothing less than 
a clear and unequivocal agreement to surrender this 
right or limit its exercise could convince of such an in- 
tention. There was no such agreement. The implica- 
tion invoked that the contract was not terminable at 
will, because it contained clauses, unnecessary if it was 
so terminable, specifying causes for its termination, is 
too feeble to withstand the compelling force of the pre- 
sumption that the plaintiffs could not have intended to 
surrender control of their own business and services for 
life, and the defendant could not have intended to sur- 
render its right or to limit the exercise of its right to 
manage, control, continue, or terminate its business of in- 
surance at will. The existence of this right in the de- 
fendant and its free and continuous exercise were im- 
plied in this contract of agency, and the plaintiffs took 
the chances of its exercise when they signed the agree- 
ment and entered upon their service under it. Wilcox 
& Gibbs Sewing Machine Co. vs. Ewing, 141 U. S. 627, 
636, 637, 12 Suv. Ct. 94. 35 L. Ed. 882; In re English 
& Scottish Marine Ins. Co. 5 Ch. App. 737; Pellet vs. 
Manufacturers’ & Merchants’ Ins. Co., 104 Fed. 502, 
509, 511, 43 C. C. A. 669, 676, 678: Stier vs. Imperial 
Life Ins. Co. (C. C.), 58 Fed. 843, 845, 846.” 

Counsel for plaintiff seeks to distinguish the case at 
bar from the Moore Case, because of the provision in 
section 21 that the contract might be terminated on 
thirty days’ notice absolutely, and not merely for good 
cause as in the Moore Case. The distinction exists, but 
is not of controlling importance. In both cases the 
question is whether the implication from the thirty days’ 
termination clause overcomes the presumption men- 
tioned and renders the agency one for a definite and fixed 
term, instead of one at will. The implication from the 
provisions for termination in the Moore Case was held 
to be too weak to overcome the presumption. The im- 
plication from the provision of section 21 in the plaintiff’s 
contract is equally unavailing. 

Counsel for plaintiff refers to the case of Israel vs. 
Insurance Co., 111 Minn. 404, 127 N. W. 187, as holding 
that the provision in a contract of agency that it might 
be terminated on thirty days’ notice constituted the 
agency one for a fixed term. We do not understand 
that case to so hold. The contract in the Israel Case 
was executed on June 25, 1902, and provided that either 
party might terminate the agreement thirty days after 
giving the other notice to that effect after May 1, 1903. 
There was thus a term fixed in the contract, namely, a 
definite period from June 25, 1902, to May 1, 1903, and 
thereafter an indefinite period until terminated by thirty 
days’ notice. The character of the contract was fixed 
as soon as the contract was made. It was not claimed 
that the character of the contract had changed on May 
1, 1903. Applications for insurance with notes for first 
year premiums had been procured.by Israel. His com- 
missions were included in the notes and would be paid 
when the notes were paid. It was in reference to this 
state of facts, and not in view of the thirty days’ notice 
clause, that the court used the laneuage: “The agency 
was fixed for a specific term.” The facts in the case 
at bar, as above set out, are widely different, and the 
Israel Case is not in point. 

Our conclusion is that the agency created by plaintiff's 
contract was one at will, and that the making of the 
reinsurance contract by defendant with the Missouri 
Insurance Company did not constitute a breach of the 
plaintiff's contract. It follows that the plaintiff was not 
entitled to recover for a breach of the contract, and 
that the trial court properly directed a verdict in favor 

(Contin'ed on next page.) 
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of the defendant. 


As this disposes of the case, it is not 


necessary to determine whether any right or rights of | 43 C. C. A. 669. 


action may accrue in favor of the plaintiff under sections 
It is sufficient to say that no 
such right of action had accrued at the time the present 
Moore vs. 


8 and 13 of the contract. 


action was commenced. 


Journal 135.) 





Insurance Co., 


supra; Pellet vs. Mfrs. & Mer. Ins. Co., 104 Fed. 502, 


The judgment below is affirmed. 
(Wheeler vs. Hartford Life Ins. Co., 47 Insurance Law 








Reports Upon Companies and Associations 





BENEFICIAL LIFE INSURANCE CO., 
SALT LAKE CITY, UTAH. 


Report of Examination Reviewed. 


This company was examined by the 
Insurance Departments of Utah, Wy- 
oming and Idaho, as of November 30, 
1915, the report being dated January 
14, 1916. Consulting Actuary Paul L. 
Woolston was the examiner in charge. 
A former examination was made on 
November 23, 1912. In that report sev- 
eral recommendations and suggestions 
were made, which are commented upon 
in the present report of examination 
as follows, including a statement of 
the action of the company thereon: 

“1. That capital stock records be kept 
in better form. 

Found in excellent condition. 

That the Board of Directors state 
definitely the source of 109, dividend 
to stockholders. 

No action on this recommendation. 

“3. Thata better segregation of dis- 
bursements be installed. 

Accounts much improved, but oppor- 
tunity for more improvement in this 
respect. 

“4 That the company sell Utah-Idaho 
Sugar Company stock. 

Stock sold December, 
profit. 

"6. 


«<9 


1915, at a 
That the company transfer cash 
in banks to mortgage loans. The in- 
vestment in mortgage loans has in- 


creased rapidly, but there is nearly 





$200,000 of cash on deposit in banks, 
or more than at date of previous ex- 
amination. 


“6 That first year premium notes be | 


entered on books. 

Adopted. 

“7. That policy loans on lapsed poli- 
cies be closed out in future. 

Adopted. 


o~_-—_- 


“8 That the company determine each | 


deferred dividend policyholder’s share 
in the general surplus, and set it aside 
to the credit of his policy. 

“On this most important recommenda- 





tion the company has arbitrarily set | 
aside $150,000 as a fund for participat- | 
ing policyholders, and is deserving of | 
due credit therefor. However, no ef- | 
fort has been made to determine the 
exact earnings on deferred and annual 
dividend policies, nor to establish any 
definite relationship between _  stock- 
holders and policyholders in the sur- 
plus earnings. 

“As the stockholders never paid in 
any surplus to the company and have 
received a fair interest rate on their 
investment, it is urgently recommend- 
ed that the company make a thorough- 
ly competent computation of the sur- 
plus earned on participating and non- 








mally 


participating policies since the incor- 
poration of the company; that the 
earnings on Deferred Dividend poli- 
cies be correctly apportioned to each 
individual policy and carried at all 
times as a provisional liability there- 
for; that the Articles of Incorporation 
be amended to restrict the source of 
dividends to stockholders to profits 
from their own investment and from 
non-participating business, with no 
limit to the rate of dividends there- 
from; that an adequate system of 
records be installed and maintained for 
keeping an individual account of earn- 
ings with each participating policy- 
holder; that the company cease issu- 
ing deferred dividend policies, which 
are already prohibited in a very large 
number of States. 


“In explanation of the above it is 
stated that over 50% of the business 
in force is on the deferred dividend 
plan, also that the company is now 
more than 10 years old. A large sum 
has been set aside for dividends on 
these policies, which may be all they 
have earned, or more, but the correct 
amount of earnings can be determined 
only by the proper actuarial calcula- 
tions. There is a considerable volume 
of non-participating business in force, 
which it is believed is earning reason- 
able profits for the stockholders and 
this profit is constantly increasing. 

“It is further believed that it is the 
desire and intent of the company to 
pay to its policyholders all that right- 


fully belongs to them.” 


“9. That extra policy reserves be car- 
ried to cover deficiencies in the net 
premiums. 

Adopted in this report. 

“10. That the stockholders return to 
the company the amount lost in the 
Industrial business and that the In- 
dustrial Department be discontinued. 

“On January 6, 1913, the Industrial 
business was sold under date of De- 
cember 31, 1912, to the People’s Invest- 
ment Company, a corporation organized 
by certain stockholders of the Benefi- 
cial for the purpose of taking over this 
business and acting as agent of the 
company for Ordinary business. 

“The People’s Investment Company 
conducted the Industrial Business at 
their own expense until December 28, 
1914, when it was sold by them at a 
loss to the Metropolitan Life Insurance 
Company, the price received being 
$30,100. The contract of sale was for- 
approved vy the Commissioner 
of Insurance of the State of Utah and 
the contract between the Beneficial 
and the People’s Investment Company 
was cancelled by mutual consent. No 





contract between these companies now 
exists. 

“The loss sustained in this sale was 
met, of course, by the stockholders of 
the Investment Company, and in no 
way affected the Beneficial, which 
profited largely by the retention of 
nearly all agents of the People’s and 
in other ways. 

“While, therefore, the Beneficial lost 
money on the Industrial Department, 
the business was transacted for the 
good of the company and there is no 
established proof that the loss came 
from participating policies, and no rea- 
son why the stockholders should re- 
turn it.” 

“11. Install voucher check system or 
insist upon return of “Remittance Ad- 
vice.” 

Voucher check now in use. 

12. Securely bound book for minutes. 

No action. 

13. Maximum limit, $5,000. 

“The maximum limit on one life is 
now $10,000, and it is not believed this 
is too much for the company to carry 
at this time, provided thorough inves- 
tigation is made of any risk for said 
amount before accepting same. This 
has not been done, and since the date 
as of which this report is made the 
company has sustained a $10,000 death 
claim on a’ policy less than two months 
old, which, it is believed, could have 
been saved by due inspection, and two 
examinations before passing on the 
risk. There is little doubt that the risk 
would have been declined. 

“It is recommended that on risks of 
$10,000 or more there be two distinct 
examinations, complete inspections by 
sources independent of the company, as 
well as the company’s own, and a com- 
plete clearing of all doubtful points 
before risk is accepted.” 

The company is operating in Arisona, 
California, Colorado, Idaho, Nevada, 
New Mexico, Oregon, Texas, Utah and 
Wyoming. 

The examiners stated that the com- 
pany is writing fully 50% of its busi- 
ness in the State of Utah, and that in 
several States it is losing money. It 
was recommended that its license in 
the States of California, Oregon, Texas 
and New Mexico should not be re- 


newed. 
The examiners complimented the 
management of the company, stating 


that it has been conservative, compe- 
tent and careful, which is evidenced by 
its conspicuous growth and the accum- 
ulation of assigned and unassigned 
funds of $222,148.22, in ten years, with- 
out any organization expenses what- 
ever being made by the stockholders, 


(Continued on page 104.) 
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Beneficial Life (Cont. from page 102). 
which is a most unusual and remark- 
able record. 

In connection with the policy con- 
tracts now issued, the report stated 
that in general the rates are very lew, 
the values very high and the policies 


very liberal; in fact, the examiners 
believe that the company is giving 
considerably more than it can afford. 
Special attention was called to the 
Registered 4-Benefit Policy, first is- 
sued in 1912. That policy contains the 
following special features, and we 


print after each one the examiners’ 
comments regarding them: 

“1. Registered with Utah Insurance 
Department, and each policy signed 
by the Commissioner of Insurance, 
providing for deposit of reserves. 


“It is believed that this feature is 7 


used by agents at times to make it ap- 
pear that the State of Utah guaran- 
tees the policy and it is recommended 
that it be discontinued. 

“2. Payment of twice the face of the 
policy in the event of the accidental 
death of the insured from any cause. 

“This benefit is unsafe, unless a very 
large reserve is carried therefor and 
a large number of conservative com- 
panies have eliminated it from their 
policies. 

“3. Payment of policy in 20 equal 
annual installments, in event of total 
and permanent disability of the in- 
sured. 

“4. Payment of face of policy in 
event of accidental death of the Bene- 
ficiary ‘while riding in or on any pub- 
lic or private conveyance used for the 
purpose of traveling on public high- 
ways.’ 

“This benefit, it is believed, is not 
properly contained in a life policy, and 
on account of moral hazard is against 


public policy, and is easily misrepre- 
sented; also, that it is unnecessarily 
liberal. It is, therefore, recommended 


that it be eliminated from life policies. 
“In the Registered 4-Benefit Policy, 
also, the values are considerably in- 
sufficient to provide for a paid-up pol- 
icy in 14 years, as guaranteed, and the 
net premium shows a deficit during 
the latter years. On account of these 
facts extra reserves are set aside 
herein on all these policies. 
“Regarding valuation, the full pre- 


liminary term basis is used by the 
company, with extra reserves, where 
mecessary, but all Non-Participating, 


Endowment at age 85, Joint Policies, 
Intermediate and Term are valued on 
the Net Level Premium basis.” 

The rate book of the company con- 
tains estimates of results on deferred 
dividend policies which the examiners 
state appear too high. 

The accounts and records were found 
to be in good shape. 

In the general remarks the examin- 
ers stated that the officers and direc- 
tors of the company are of the highest 
standing and influence; that the com- 
pany’s attitude towards policyholders 
is liberal and that it is deserving of 
support and patronage. 





CHEROKEE LIFE INSURANCE COM- 
PANY, ROME, GA. 

On February 12, 1916, John A. Cope- 
land was appointed temporary receiver 
of this company on the petition of one, 
John G. Craig, who alleged that the 
company was never legally changed 
from a mutual to a stock organization 
because the consent of three-fourths 
of this company on the petition of one 
tained. It was also alleged that a 
recent sale of part of its business to 
the International Life Insurance Com- 
pany of St. Louis, was illegal and that 
no one now in charge of the Cherokee 
Life’s business is legally authorized to 
care for it. 

On February 16, 1916, Judge Charles 
Smith of the Stone Mountain Circuit 
Court, who had appointed the tempor- 
ary receiver, vacated the receivership, 
holding that he had no jurisdiction in 
the suit. This action returns the suit 
to the Floyd County Superior Court, 
where the _ action was originally 
brought, but the attorneys for the 
plaintiff held that the judge of that 
court was disqualified on account of a 
relative of his being a stockholder in 
the company. The Cherokee Life ad- 
vises us that the relative referred to is 
neither a stockholder nor a policy- 
holder. 





CLAY LIFE ASSOCIATION, KEARNEY, 
MO. 

The outstanding business of this as- 
sociation, amounting to $5,600,000, was 
reinsured in the Protective League Life 
Insurance Company, of Decatur, IIL, on 
January 20, 1916. The Clay Life As- 
sociation operated on the assessment 
plan, and turned over to the Protective 
League Life net assets amounting to 
approximately $82,000. 

Under the contract members may con- 
tinue to pay the same premium rate 
for one year as. they paid heretofore, 
which amount, augmented by the funds 
turned over to the Protective League 
Life, will make up the first annual 
premium on whole life, non-partici- 
pating polices issued by the Protec- 
tive. At the end of the year the policy- 
holder may change his insurance to 
any form he pleases, or he may con- 
tinue or reduce the amount of insur- 
ance to such amount as the monthly 
payment, that he paid in the assess- 
ment association, would provide for. 





CLEVELAND LIFE INSURANCE COM- 
PANY,’ CLEVELAND, O. 

On February 15, 1916, this company 
adopted a new total and permanent 
disability clause which reads as fol- 
lows: ; 

“The Cleveland Life Insurance Com- 
pany, of Cleveland, Ohio, in considera- 
tion of ) Dollars 
additional annual premium to be paid 
with each and every annual premium 
on the above numbered policy issued 
by Said company 0......cceceecvcees 
of 


) Dollars—Disability be- 
fore age 60—hereby guarantees that 
after said policy shall have been in 
force one full year, one full annual 


) 





premium having been paid thereon and 
before a default in the payment of any 
subsequent premium, if the Insured 
prior to attaining the age of sixty 
years shall furnish satisfactory proof 
that he has become wholly disabled 
by bodily injuries or disease and will 
be permanently, continuously and whol- 
ly prevented thereby for life from 
pursuing any and all fainful occupa- 
tions, the company by endorsement in 
writing upon said policy will waive 
the payment of the premiums which 
shall thereafter become payable during 
the continuance of such disability. Such 
premiums shall not be a lien on said 


policy and the values stated in the 
Table of Guarantees in said policy, 
other than the extended insurance 


values, shall increase in the same man- 
ner as if the premiums were being paid 
by the insured. 

“Disabality After Age 60.—If the in- 
sured shall furnish satisfactory proof 
of like total and permanent disability 
after he shall have attained the age of 
sixty years, the company will without 
further action on the part of the in- 
sured, allow the subsequent premiums 
to accumulate without interest, as an 
indebtedness on said policy, and the 
values stated in the table of guaran- 
tees in said policy shall increase in 
the same manner as if the premiums 
were being paid by the insured. 

“Instalment Payments.—If satisfac- 
tory proof of such total and perma- 
nent disability is furnished by the in- 
sured before he attains the age of 
sixty years, upon written request of 
the insured and of the beneficiary and 
assignee, if any, the company, by an 
endorsement on said policy, will agree 
to pay to the insured, subject to the 
conditions herein recited, in lieu of 
all other values or privileges, and in 
full settlement of said policy, one-tenth 
of the face amount of said policy each 
year until ten such annual instalments 
have been paid. The first payment shall 
be made one year after approval of 
such proof and subsequent payments 
annually thereafter during the contin- 
uance of such disability. Any indebt- 
edness to the company on, or secured 
by said policy, will reduce the amount 
of said annual instalments in the pro- 
portion which such indebtedness bears 
to the present value of said instal- 
ments commuted at three and one-half 
per cent interest, compounded annually. 
Should the insured die before ten an- 
nual payments have been made, the re- 
maining instalments will be paid to 
the beneficiary as they become due. 

“Recovery from Disability.—Notwith- 
standing acceptance by the company of 
proof of disability, it may nevertheless 
at any time thereafter, and from time 
to time, require of the insured satis- 
factory proof of the continuance of 
such disability, and any medical exam- 
iner or other representative of the 
company, accredited for that purpose, 
shall be permitted to examine the per- 
son of the insured, with respect to the 
alleged disability at such times and 
in such manner as the company may 
desire. If the insured fails to furnish 
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such proof, or refuses to permit any 
such examination, or if he shall so far 
recover as to be able to engage in any 
gainful occupation, the company’s ob- 
ligation to waive further premiums or 
pay annual instalments, or either, shall 
immediately cease and the insured shall 
resume the payment of premiums in 
accordance with the original provisions 
of said policy beginning with the first 
premium due date thereafter, and the 
total amount of all annual instalments 
theretofore paid by the company shall 
be an indebtedness against said pol- 
icy, without interest, and deducted from 
any settlement thereunder. 

“Specific Inclusions.—Without preju- 
dice to any other cause of disability, 
the entire and irrecoverable loss of the 
sight of both eyes, or the severance of 
both hands above the wrists, or of 
both feet above the ankles, or of one 
entire hand and one entire foot shall 
be considered as total and permanent 
disability within the meaning of this 
agreement. 

“Change of Form.—In event of a 
claim upon the company under this 
agreement, the right to change the 
form of said policy shall not be avail- 
able. 

“Termination at Option of Insured.— 
On any anniversary of the due date of 
the annual premium on said policy 
this agreement may be terminated by 
the insured, in which event the subse- 
quent annual premiums on this agree- 
ment shall cease. 

“The premium rates of the above 
clause vary according to age and kind 
of policy to which it is attached. 





COLUMBIAN NATIONAL LIFE INSUR- 
ANCE COMPANY, BOSTON, MASS, 
Report of Examination Reviewed. 
The regular triennial examination of 

this company was made as of Decem- 

ber 31, 1915, by the Massachusetts In- 
surance Department, the report being 

dated January 28, 1916. 

The examiner made no special com- 
ments regarding the company’s opera- 
tions. He pointed out that on De- 
cember 31, 1915, the company had $10,- 
272,136 of deferred dividend business 
in force, and that on the basis of pres- 
ent declaration of annual dividends, the 
total dividend accumulation would 
amount to $345,772.60 on December 31, 
1915. These dividends have not been 
apportioned by the company, and con- 
sequently it is not obliged to carry the 
amount as a liability. It intends, how- 
ever, to set aside each year an in- 
creased sum and expects to be able to 
accumulate by 1922 a sufficient fund 
to meet the large amount accruing be- 
tween that year and 1927 without dis- 
turbing its surplus. On December 31, 
1915, $85,000 had been set aside by the 
company as a deferred dividend fund. 

In regard to the contract with the 
American Investment Securities Com- 
pany, which is referred to in our re- 
port upon the company in our annual 
volume, the report shows that up to 
the end of 1915 the expenses of the 
insurance company charged to the Se- 
curities Company amounted to $3,441,- 
244.37. The amount of cash paid by the 





insurance company to the Securities 
Company was $146,384.38, of which $20,- 
000 was paid in 1915. The total load- 
ings up to the end of 1915 amounted to 
$2,376,362.69. The reserve on first and 
second year lapses was $535,202.96; 
amount from savings in interest and 
mortality on non-participating busi- 
ness, $736,686.11. The cash paid by the 
Securities Company to the insurance 
company, up to the end of 1915, was 
$257,714.45. The balance in favor of 
the Securities Company at the end of 
1915 was $318,337.46. ‘These payments 
were waived by the Securities Com- 
pany in accordance with the resolution 
passed on December 30, 1910, because it 
was considered in the interest of the 
Insurance Company that its surplus 
should not be reduced by any payments 
to the Securities Company. 

Extracts from Statement as of Decem- 

ber 31, 1915. 

Total admitted assets, $11,306.104.42; 
net reserve, $9,244,310; total liabilities, 
except capital, $9,819,735.74; capital 
paid in, $1,000,000; net surplus, $486,- 
368.68. 

New premiums (ordinary), $325,567.- 
96; renewal premiums (ordinary), $1,- 
794,067.70; industrial premiums, $14,- 
618.45; accident and health premiums, 
$360,245.28; total income, $3,048,323.58. 

Claims paid (ordinary), $564,763.65; 
claims paid (industrial), $8,863.97; 
laims paid (accident and health), $173,- 
453.05; total payment to policyholders, 
$1,171,223.76; dividends to stockholders, 
$70,000.00; total disbursements, $2,112,- 
737.62. 

The insurance in force at the end 
of 1915 was $69,061,091. 





CONTINENTAL LIFE INSURANCE 
COMPANY, INC., WASHING- 
TON, D. C. 

On January 10, 1916, this company 
took over the business of the Old Do- 
minion Life of Norfolk, Va., consisting 
of industrial life, health and accident 
insurance, having a weekly premium 

of about $3,000. 


INTER-MOUNTAIN LIFE INSURANCE 
COMPANY, SALT LAKE CITY, 
UTAH, 

Report of Examination Reviewed. 
This company was examined by the 
Insurance Departments of Arizona, New 
Mexico and Utah, as of September 30, 
1915, the report being dated October 16, 
1915. We did not receive a copy of this 
report until February 16, 1916. The 
examiner in charge was Consulting 

Actuary Paul L. Woolston. 

Attention is called to the fact that 
it is impossible to obtain from the rec- 
ords of the company since its organiza- 
tion the exact amount of premium on 
capital stock paid in by the stock- 
holders since the first sale of stock, 
but the amount contributed to surplus 
since beginning business is $21,704.27. 
The amounts contributed to surplus 
shown in our annual volume are ac- 
cording to the figures furnished us 
by the company. 

The examiners criticised the keeping 
of the minutes and found that several 





of them had not been signed at all, 
and were, therefore, of no legal value. 

The policies of the company were 
also criticised. The examiners stated 
that several of the benefits, and in 
some respects the arrangement, are 
such as to make misrepresentation on 
the part of the agent almost certain. 
It was recommended that the company 
be required to revise its policy forms. 
The company is issuing deferred divi- 
dend business almost exclusively. No 
provision is made for computing any 
liability until the end of the period, 
except in event of death within three 
years, and no dividend on this class 
of business has been apportioned and 
set aside. Furthermore, the pdlicies 
contain an estimate of the dividend at 
the end of the dividend period. It is 
recommended that this estimate be 
omitted as being misleading. 

Mortgage Loans.—These loans were 
carefully examined, and in many cases 
it was found that the appraisements 
were either missing or not in proper 
form. The appraisements seem to be 
secured in rather a loose manner, and 
it is recommended that the Insurance 
Department in the State of Utah have 
appraisements made of the properties 
securing the loans, because it was im- 
possible for the examiners to secure 
new appraisements during the course 
of the examination. 

Several loans have been purchased 
from the West States Mortgage Loan 
Company, and one or more officers of 
that company are officers of the life 
company. These loans have been pur- 
chased on a basis of 7%, the mortgages 
bearing 8%. Inasmuch as loan ex- 
penses are paid by the borrower, the 
examiner states that the company 
could loan all of its funds at 8% net 
on good mortgages. 

Cost of New Business.—First year 
commissions on life business averaged 
79.1% of the premiums collected. If 
other expenses for new business are 
added, the cost of new business is in- 
creased to 100%, exclusive of all over- 
head expenses, which is too high. 

Certificates of Deposit.—At the date 
of examination the company carried 
certificates of deposit amounting to 
$17,100. One of the’ certificates, 
for $1,000, had been running for nearly 
three years, and two others, for $9,000, 
more than a year and a half. While 
these deposits all drew interest, it is 
at a rate considerably less than could 
be obtained on first-class mortgage 
loans. 

Dividends to Stockholders.—<A_ divi- 
dend of 6% was paid to the stockhold- 
ers in 1914. The examiners state that, 
as the company is transacting deferred 
dividend business almost exclusively, on 
which no earnings whatever have been 
set aside, there is a moral obligation 
upon it to conduct its business so as 
to earn as large dividends as possible 
for the policy holders as is consistent 
with conservative methods. No divi- 
dend was paid to stockholders in 1915, 
but a dividend of 1.5% was declared, 
payable January 1, 1916. The report 
states that a letter was sent to the 
stockholders, stating that they are to 
receive a dividend every three months 
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after 1915, and that the approximate 
profits for the first nine months of 
1915 are $10,000. The examiners state 
that this statement is not believed to 
be justified, and that if the annual 
statement had been correctly prepared, 
it is their belief that no profit would 
have been shown from the company’s 
operations. The laws of Utah govern- 
ing insurance companies prohibit the 
payment of any dividend, except from 
surplus profits arising from their busi- 
ness, and it does not appear that the 
company has earned any profits for 
its stockholders. 

Accounts and Records.—The records 
of the company were found to be ina 
confused condition. The accounts were 
not segregated, as required by the con- 
vention blank, and the examinatfon was 
delayed because of the difficulty of 
obtaining accurate and necessary infor- 
mation. 

On September 30, 1915, the total ad- 
mitted assets of the company amounted 
to $328,558.70; capital paid in, $107,- 
840; net surplus, $18,366.71. 

Its statement on December 31, 1915, 
showed total admitted assets of $375,- 
725.36 and a net surplus of $38,305.24. 
Since the examination, the capital has 
been increased by $16,670, and $8,335 
premium has been collected on the new 
stock. 


The company has very reputable 
backing. The president is Governor of 
Utah. 





IOWA LEGION OF HONOR, CEDAR 
RAPIDS, IA. 
On February 10, 1916, the certificate 
of authority of this order was revoked. 
It was recently examined by the 
Iowa Insurance Department, and while 
the order has been economically man- 
aged, inadequate rates are wholly re- 
sponsible for the condition of the or- 
der, which on February 1, 1916, showed 
total assets of only $7.810.32 and un- 
paid claims of $166,817.40. 
A receiver has been appointed, and 
the affairs of the order are now under 
the direction of the court. 





IROQUOIS LIFE INSURANCE COM- 
PANY, LOUISVILLE, KY. 

This company was incorporated un- 
der the laws of Kentucky on Septem- 
ber 2, 1913, and began business Janu- 
ary $1, 1916, with $100,000 paid-in capi- 
tal and $24,584.61 suprplus. The com- 
pany was examined by the Kentucky 
Insurance Department prior to the is- 
suance of its license, and the following 
information is taken from the exam- 
iner’s report. 

The stock was originally sold by F. L. 
Smart under a contract, which pro- 
vided a salary of $150 a month, travel- 
ing and other expenses, and in addition 
5% on all sales. The agents employed 
bore their own expenses, but each was 
paid a commission varying from 16 to 
20% on all sales made by them, in ad- 
dition to what was paid to Mr. Smart. 
This contract was cancelled, on April 
28, 1915. Naturally, the expenses of 
organization were very heavy. The 
various items of disbursements shown 
below, with few exceptions, are charge- 


able to organization. The stock, par 
value $10 per share, was originally 
sold at $35 per share, and was sold on 
this basis up to September 16, 1914, 
when the selling price was reduced to 
$20 per share. Additional stock was 
issued to all of those who had paid $35 
per share, so as to place their stock 
also on the basis of $20 per share. 
Ten directors of the company were 
sold at the outset, fifty shares of stock 
at par. With this exception, the stock 
was sold at a uniform price. Mr. Smart 
is no longer connected with the com- 
pany. 

The total surplus paid in by 
stockholders amounted to $95,000. 

On January 19, 1916, the financial 
condition of the company was as fol- 
lows: 

Admitted Assets.—Real estate owned 
(market value), $136,500; mortgage 
loans, $16,000; cash, $13,378.44; interest 
and rents accrued, $337.72; total ad- 
mitted assets, $167,216.16. 

Liabilities.—Note payable to Ameri- 
can Southern National Bank, $40,000; 
total liabilities, except capital, $42,- 
631.55; capital paid in, $100,000; net 
surplus, $24,584.61. 


Income since Organization to Jan. 19, 
1916.—Capital paid in, $100,000; surplus 
paid in, $95,000; added to surplus by 
mark-up of real estate, $70,000; bor- 
rowed money, $40,000: rents received, 
$1,592.82: other income, $830.77; total 
income, $307,423.59. 

Disbursements since Organization to 
Jan. 19, 1916.—Salaries, $8,843.81; rents, 
$2,029.22: advertising, printing, stat- 
ionery and postage, $5,471.39; general 
office and miscellaneous expenses, $1,- 
518.55; commissions to agents for sell- 
ing stock, $35,309.80; advances to agents 
for selling stock, $11,418.14: traveling 
expenses, $1,941.93; other expenses, $4,- 
234.94: total disbursements, $70,767.78. 

Real Estate.—The company purchased 
from the American Southern National 
Bank of Louisville, the building on the 
southwest corner of Third and Main 
Streets in that city. The price paid to 
the Bank was $90,000, of which $25,000 
was paid for in 1,250 shares of the 
company’s stock at $20 per share; $40,- 
000 was paid by note to the Bank, and 
this item is shown as a liability in the 
statement above. A lien was retained 
in the deed to secure this note, but this 
lien is not operative as against policy- 
holders. It is provided that they shall 
have a first lien on the property so long 
as it is deposited by the company with 
the State of Kentucky for the benefit 
of its policyholders. 

In accepting 1,250 shares of stock in 
part payment of the purchase price, the 
Bank required a guarantee that the 
stock could be disposed of at $20 a 
share. The company issued to its presi- 
dent, vice-president, secretary and gen- 
eral counsel 50 shares of stock to 
make such guarantee. As the value of 
these shares is $10,000, the total cost 
of the building to the company was 
$100,000. The company carried this 
building on its books at $170,000. The 
examiners stated that the building was 


the 





rented at the date of the examination 





so as to produce a revenue of $434.83 a 
month, with three vacancies, which 
would produce $77 a month in addition 
thereto. Making an allowance of $200 a 
month rent to the company for the use 
of its own offices would make a total 
income of $8,541.96 per annum. The 
pay roll operating expense of the build- 
ing is $3,611.40 per year. 

The examiner stated that it was with 
much hesitancy in view of the very 
small net income the company can se- 
cure on this property, that he allowed 
so high a valuation on the building as 
an admitted asset, namely, $135,000. The 
property was appraised on January 65, 
1916, and a valuation of $151,500 was 
placed upon it. The company carries 
$60,000 insurance on the building. The 
remaining real estate consists of a lot 
in the city of Louisville, taken in by 
the company at $1,590 for money due 
it for the purchase of stock. The prop- 
erty was admitted by the examiner at 
$1,500. 

Securities.—-The company carried as 
an asset, stock of the State Realty and 
Brokerage Company, a company owning 
certain real estate in Louisville, at a 
valuation of $29,365, which represented 
ali of the shares, excepting 15 owned 
by G. L. Robertson, J. C. Kirchdorfer, H. 
J. McFarlan, Boyce Watkins and J. B. 
Wilson, who are directors of the com- 
pany, and are also directors of the life 
insurance company. The examiner did 
not allow the stock as an admitted as- 
set. The mortgages were examined and 
no criticism was made regarding them. 

The officers and directors are as fol- 
lows: 

Officers.—President and medical di- 
rector, Dr. Henry Enos Tuley; vice- 
president, J. C. Kirchdorfer; vice-presi- 
dent and manager of agencies, T. V. 
Brown; secretary, C. C. McClarty; gen- 
eral counsel, Boyce Watkins. 

Directors.—The directors are the 
above officers and Bierring, Dr. W. 
L., Des Moines; Frank, Sam, Louisville; 
McClain, Dr. Levi, Scottsburg, Ind.; 
Petty, Colonel W. L.,, Lexington, Ky.;: 
Richardson, J. C., Beattyville, Ky.: Rob- 
inson, S. P., Bloomington, IIl.; Shultz, 
Dr. Henry W., St. Louis; Stanton, Dr. 8. 
C., Chicago; Stone, J. C., Louisville; 
Walter, Lewis A., Louisville; Walter, W. 
R., Louisville; Wilson, James B., Louis- 
ville; Woods, Robert E., Louisville. 





NORTH STATE LIFE INSURANCE 
COMPANY, KINSTON, N. C. 
Reinsures. 

At a stockholders’ meeting of this 
company, held on February 24, 1916, 
it was voted to reinsure the business 
in the United Life and Accident Insur- 
ance Company, of Concord, N. H. The 
reinsurance took effect on March 7, 
1916, and the deal was approved by the 
Insurance Commissioner of North Car- 
Olina on March 8th. 

Mr. J. A. Herndon, who was general 
manager of the North State Life In- 
surance Company, will act as manager 
for North and South Carolina of the 
United Life and Accident Insurance 
Company. 
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OLD DOMINION LIFE INSURANCE 
COMPANY, NORFOLK, VA. 

The outstanding business of this 
company, consisting of industrial life, 
health and accident, mainly the latter, 
was reinsured in the Continental Life 
Insurance Company, Inc., of Washing- 
ton, D. C., January 10, 1916. This com- 
pany has retired from business. 


PENN MUTUAL LIFE INSURANCE 
COMPANY, PHILADELPHIA, PA. 
On February 1, 1916, this company 
adopted 4 new disability clause. The 
benefits provided for by the new clause 
apply only in event of total and per- 
manent disability occtrring while the 
policy is in force by payment of pre- 
miums. The clause reads as follows: 
Disability Benefits—Waiver of Pre- 
mium—Annuity Payment. 
“Waiver of Premium. Annuity Pay- 
ment. Disability Before Age Sixty.— 
If after one year’s premium shall have 
been paid on this policy and before 
default in the payment of any subse- 
quent premium the insured shall fur- 
nish to the company due proof that, 
before attaining the age of sixty, he 
has become wholly disabled by bodily 
injury or disease so that he is and 
thereby will be permanently and con- 
tinuously unable to engage in any oc- 
cupdation whatever for remuneration or 
profit, and that such disability has 
existed continuously for not less than 
sixty days prior to the furnishing of 
proof, the company, by endorsement 
hereon, shall waive the payment of the 
premiums which thereafter may become 
due under this policy during the con- 
tinuance of the said total disability 
of the insured. Furthermore, the said 
company will pay to the insured a 
monthly sum equal to one one-hundred- 
and-twentieth of the face of this pol- 
icy, the first monthly payment to be 
made six months after receipt of due 
proof of the said total disability ac- 
companied by this policy for endorse- 
ment, and subsequent payments shall 
be made monthly thereafter during the 
continuance of the said total disability 
of the insured prior to the maturity 
of this policy. The company will admit 
the age of the insured when furnished 
with satisfactory evidence of the date 
of birth and reserves the right to re- 
quire such proof of date of birth at 
the time proof of disability is fur- 
nished. The amount of this policy pay- 
able at maturity either as an endow- 
ment or as a death claim shall not be 
reduced by any payments made under 
this disability provision, nor shall the 
company deduct any part of the pre- 
mium which may have been waived 
under this provision. The non-forfei- 
ture values of this policy shall increase 
from year to year in the same manner 
as though any premium waived under 
this provision had been paid in cash. 
“Waiver of Premium. Disability 
After Age Sixty.—If the insured shall 
furnish, as required in paragraph A 
of Section XVII, due proof that per- 
manent total disability has occurred 
after attaining the age of sixty and 
that such disability has existed con- 
tinuously for not less than sixty days 





prior to the furnishing of proof, the 
company, by endorsement hereon, shall 
waive the payment of premiums which 
may thereafter become due under this 
policy during the continuance of the 
said total disability of the insured, 
Each premium so waived shall reduce 
by its amount the sum insured, and 
subsequent premiums shall correspond 
thereto; and all values under this pol- 
icy shall be reduced to correspond to 
the reduced sum insured and as though 
the premium for the reduced sum had 
been paid when due. If the loan value 
of this policy is reduced in accordance 
with this provision so as to equal or 
become less than the outstanding in- 
debtedness on this policy, the com- 
pany’s liability under this policy shall 
terminate. 

“Recovery from Disability.—Should 
the company accept proofs of perma- 
nent disability under this policy, it may 
nevertheless, at any time thereafter, 
but not oftener than once a year sub- 
sequent to the first payment of the 
disability annuity, demand of the in- 
sured due proof of the continuance of 
such total disability; and upon failure 
to furriish such proof, or if it be estab- 
lished that the insured has engaged or 
has become able to engage in any oc- 
cupation whatever for remuneration or 
profit, all disability benefits under this 
policy shall thereupon cease. If the 
amount of the insurance shall have 
been reduced under the provision as 
to waiver of premium of paragraph B 
of Section XVII, such reduced amount 
of insurance shall thereafter be the 
sum insured under this policy, and the 
premiums payable thereafter and all 
values under this policy shall be re- 
duced to correspond to the reduced sum 
insured, 

“Recognized Disabilities. — Without 
prejudice to any other cause of total 
disability, the entire and irrecoverable 
loss of the sight of both eyes, or the 
severance of both hands at or above 
the wrists, or of both feet at or above 
the ankles, or of one entire hand and 
one entire foot, shall be considered as 
total and permanent disability. 

“Discontinuance.— W hile any non-for- 
feiture provision set forth in Section 
VII is in effect, no disability benefits 
shall accrue, nor shall any disability 
benefit apply in case the insured en- 
gage in military or naval service in 
time of war. Upon written request by 
the insured, accompanied by this policy 
for endorsement, the provision for dis- 
ability benefits may be discontinued. 
If so discontinued, premiums thereafter 
will be reduced by yearly, be- 
ing the additional premium for such 
benefits. Non-payment of the said ad- 
ditional premium will void the provi- 
ions respecting disability and the bene- 
fits secured thereby.” 








PROTECTIVE LEAGUE LIFE INSUR- 
ANCE COMPANY, DECATUR, ILL. 
On January 20, 1916, this company 

reinsured the outstanding business of 
the Clay Life Association, an assess-| 
ment association of Kearney, Mo. See 
report on that association elsewhere 
herein. 


PRUDENTIAL LIFE INSURANCE COM- 
PANY, WINNIPEG, MAN, 

A reinsurance agreement was made 
on February 21, 1916, between this com- 
pany and the Sun Life Assurance Com- 
pany of Montreal, whereby the latter 
company reinsured the outstanding 
business of the Prudential as of De- 
cember 31, 1915, which amounts to 
$4,165,921. 

The affairs of the Prudential Life 
were in a very unsatisfactory condition, 
and the policyholders are very fortun- 
ate in having their policy contracts as- 
sumed by the Sun Life. 

The Northern Trust Company of Win- 
nipeg was appointed receiver for the 
company. 


)RELIABLE LIFE ASSURANCE COM- 
PANY, INDIANAPOLIS, IND. 

In the February issue of this paper, 
page 93, we printed an article on this 
company, dealing with its connection 
with the Pension Mutual Life of Pitts- 
burgh. On February 11, 1916, the fol- 
lowing notice was sent to the stock- 
holders of the Reliable Life Assurance 
Company: 

“In accordance with notices sent you, 
a meeting of stockholders of this com- 
pany was held and contracts for re- 
insurance and exchange of stock with 
the Pension Mutual Life Insurance 
Company of Pittsburgh, Pa., were sub- 
mitted to the consideration of the 
meeting. Stockholders were represent- 
ed at the meeting holding $76,100 worth 
of stock. Of this number all but five 
representing $1,900 of stock voted in 
favor of the reinsurance and exchange 
contracts. These will become effective 
when the consolidation is completed in 
all its details, at which time the con- 
solidated companies are to have not 
less than $50,000,000 of insurance in 
force and $6,000,000 of assets, with 
ample capital and surplus. The con- 
tract provides that the capital paid up 
and on hand must be at least $600,000 
and the surplus at least $500,000. The 
reinsurance will not be in force until 
after the consolidated company has 
been examined and the contract ap- 
proved by the Indiana Insurance De- 
partment. 

“At the annual meeting of the com- 
pany the following were elected as of- 
ficers and directors: George Vonnegut, 
president; Ralph Bamberger, vice- 
president; S. T. Conkling, secretary; 
Gustav A, Pfeiffer, treasurer; Isidore 
Feibleman, counsel; Dr. Geo. W. Combs, 
medical director; directors, Alonzo 
Powell, Clement Kessing, John A. 
Hook, Dr. F. A. Tucker, Ira J. Hol- 
lensbe. 

“Stockholders representing 8,166 
shares of stock voted in favor of the 
election of these officers and directors. 
Stockholders representing 768 shares 
of stock voted in favor of the candi- 
dates presented by Mr. T. J. Louden on 
behalf of the Hoadley & Miller faction. 

“The annual report for 1915 has been 
filed with the Indiana Insurance De- 
partment. This report shows that on 
December 31, 1915, the company had 
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Reliable Life (Continued). 
admitted assets of $296,161.64, of which 
amount $198,246.01 represented legal 
reserve on outstanding policies to the 
amount of $1,607,733. The impairment 
of capital was $56,341.49. 

“The company is continuing in busi- 
ness and will do so until every re- 
quirement of the reinsurance has been 
complied with by the Pension Com- 
pany and the transfer has the full ap- 
proval of the Indiana Insurance De- 
partment.” 


ROYAL LIFE INSURANCE COMPANY, 
CHICAGO, ILL. 
Receiver Appointed. 

On February 28, 1916, Mark P. 
Bransfield was appointed receiver for 
this company on complaint of eight 
stockholders, who alleged conspiracy, 
misappropriation, waste’‘and fraud in 
management and sale of stock. 

The company was examined by the 
Illinois Insurance Department as of 
December 31, 1915, the report being 
dated February 18, 1916. This showed 
that on December 31, 1915, the paid-in 
capital of $174,158.97 was impaired 
$135,960.76. Since organization, the to- 
tal amount contributed by the stock- 
holders to capital and surplus accounts 
was $511,526.61, and there remained to 
the credit of the stockholders on De- 
cember 31, 1915, only $38,198.21, in the 
admitted assets, after making allow- 
ance for outstanding liabilities. The 
company had at the end of 1915 only 
$2,605,000 of ordinary insurance in 
force and industrial insurance with a 
weekly debit of $2,257.46 to show for 
the heavy expenditures made. This is 
one of the most flagrant cases of mis- 
management and breach of trust in 
the operation of a life insurance com- 
pany that has been brought to our at- 
tention. In our previous reports upon 
this company we have called attention 
to the caliber of its management, who 
have had full control of its affairs, 
and have advised caution in dealing 
with it. 

The capital of the company at the 
end of 1914 was impaired $51,296.69, and 
in spite of this fact the management 
sold stock during 1915 at $30, $40 and 
$50 per share (par value $10). During 
the examination, at the request of the 
Illinois Insurance Department, the price 
was reduced to $30 per share, allow- 
ance being made in the stock issued at 
the higher price so as to place all on 
the same basis of $30 per share. 

The report states that during 1914 
there was no evidence in the minutes 
of the approval of officers’ salaries and 
the making of investments, which is re- 
quired under the laws of Illinois. The 
president’s salary in 1915 was $99.99 
per month, but in that year he re- 
ceived in addition, various credits under 
a general manager's contract, aggre- 
gating $13,579.29, made up as follows: 
salary, $1,199.88; commissions on stock 
sales, $2,278.98; commissions on ordi- 
nary insurance (personal agency), $4,- 
372.57; over-riding 5% commission on 
ordinary premiums, $3,761.90; over-rid- 
ing 2% commission on industrial pre- 





miums, $1,571.13; commissions on in- 
crease in industrial weekly debit, $394.- 
83; total, $13,579.29. 

The statement of the company as of 
December 31, 1915, in detail is as fol- 
lows: 

Admitted assets.——Mortgage loans, 
$13,650; premium notes, $968.30; bonds 
(market value), $90,393; cash, $9,990.70; 
interest accrued, $570.25; net outstand- 
ing and deferred premiums, $11,381:96; 
total admitted assets (after deducting 
agents’ balances, $6,982.35, and excess 
of policy credits over corresponding lia- 
bilities, $793.70), $119,178.16. 

Liabilities.——Net reserve, $66,771; un- 
paid claims. $4,334.20; total liabilities, 
except capital, $80,979.95; capital paid 
in, $174,158.97; impairment, $135,960.76. 





Income during 1915.—Ordinary pre- 
miums: new, $47,335.89; renewal, $27,- 
902.08; industrial premiums, $78,556.47; 


interest, $4,444.42; net surplus collected, 
$100,787.93; total income, $260,919.89. 

Disbursements during 1915.—Claims 
paid, $31,158.17; commissions (first year, 
ordinary), $29,318.03; renewal (ordi- 
nary), $2,654.59; industrial commissions, 
$34,197.32; agents’ bonuses and prizes, 
$1,630.95; salaries of superintendents, 
$38,236.05; other branch office expenses, 
$13,102.69; medical fees and inspections, 
$5,997.83; salaries of officers and home 
office salaries, $47,426.59; commissions 
on stock sales, $22,416.51; agents’ bal- 
ances charged off, $27,709.59; traveling 
expenses, $3,020.27; rent, $9,135.59; ad- 
vertising, printing, postage, etc., $19,- 
263.80; furniture and fixtures, $3,433.08; 
legal expenses, $3,558.55; insurance de- 
partment fees and taxes, $1,377.45; ex- 
penses of agents’ and stockholders’ 
meetings, $3,572.80; automobile expense, 
2,536.18; miscellaneous expenses, $385.- 
42; total disbursements, $300,131.46. 

In his concluding remarks the exam- 
iner stated that at the time it was 
examined (as of December 31, 1914) the 
company’s resources permitted the 
prospect of success under a careful ad- 
ministration of its affairs, but at the 
end of 1915 the statement failed to 
show the retrenchment in expenses or 
recognition by the management of the 
imperative necessities of the situation; 
therefore, under present conditions the 
continued sale of the company’s stock 
appears entirely unwarranted. 





SECURITY MUTUAL LIFE INSUR- 
ANCE COMPANY, BINGHAMTON, 
NEW YORK. 


Adopts Disability Clause. 
On January 1, 1916, this company 
adopted a disability clause, which 


reads as follows: 

“After premium for one full year 
shall have been paid under this pol- 
icy, and before a default in the pay- 
ment of any subsequent premium, and 
before attaining the age of sixty years, 
if the insured shall furnish this Com- 
pany at its Home Office, Binghamton, 
N. Y., with due proof that he has be- 
come wholly and permanently dis- 
abled by bodily injuries or disease, so 
that he is and will be permanently, 
continuously and wholly prevented 





| herein 





from pursuing any and all gainful oc- 
cupation, the Company by  indorse- 
ment on this policy will waive the 
Payment of all premiums becoming 
due after the expiration of the then 
current policy year, during the con- 
tinuance of such disability. In mak- 
ing settlement under this policy the 
Company shall not deduct any part of 
the premiums so waived, and the loan 
and cash surrender values. provided 
for under “Non-Forfeiture Provisions” 
shall increase from year to year in the 
Same manner as if the premiums so 
waived had been paid in cash. 

“This agreement is made in consid- 
eration of the payment of an addi- 
tional premium of which is 
included in the whole premium 
charged for this policy. The insured 
agrees that any medical examiner ap- 
poined by the Company shall be per- 
mitted at least once in each year 
thereafter to satisfy himself by exam- 
ination of the person of the insured as 
to the continuance of the disability, 
and if it shall appear to the Company 
that the insured is able to perform 
any work or to engage in any occu- 
pation whatsoever for compensation 
or profit, no further premiums will be 
waived and all premiums thereafter 
falling due shall be paid by the in- 
sured according to the terms, provi- 
sions and conditions of the policy. It 
is further agreed that the insured may 
at any time discontinue the benefits 
provided by this rider, and thereafter 
the benefits hereunder shall cease and 


the premium on this policy shall be 
reduced by the additional premium 
specified in this rider, provided the 


policy shall be returned to the Com- 
pany for proper endorsement with 
written request therefor signed by the 
insured. In event the insured attains 
the age of sixty years without claim- 
ing the benefit of this rider, then the 
additional premium charged hereun- 
der and the total disability benefits 
provided shall immediately 


cease and determine.” 





SHENANDOAH LIFE INSURANCE 
COMPANY, ROANOKE, VA. 


This company was incorporated De- 
cember 23, 1914, with $500,000 author- 
ized capital. It began business on 
January 26, 1916, with $309,460 capital 
subscribed, of which $215,503.06 was 
paid in, together with $73,638.15 sur- 
plus. The par value of the stock is $10 
per share, and was sold in three series 
at $20, $22.50 and $25 per share. The 
promotion of the company was handled 
by the Colonial Organization Corpora- 
tion until October 19, 1915, and it re- 
ceived $5 per share, for organization 
expenses. Since that date the stock 
has been sold under the direction of 
the company at a limited expense of 
$4 per share. The company will con- 
tinue to sell the stock until the full 
amount authorized is sold, and will en- 
deavor to save all it can out of the 
expense allowed. 

As will be seen from the above, the 
organization expenses of the company 
have been high. We called attention 
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to this matter at the time the company 
first begain selling stock. 

On February 1, 1916, the company had 
stock notes outstanding of $219,087.58 
and stock subscriptions on which no 
payment had been made, except the 
$5 per share taken by the promotion 
company, amounting to $58,931.50, mak- 
ing a total of $278,019.08. Of that 
amount, $182,340.00 is applicable to 
capital account and $95,679.08 to sur- 
plus. 

The company has reputable backing. 
Its directorate is composed mainly of 





| 


} 


bankers and capitalists in Roanoke and 


neighboring towns. 

The company writes non-participat- 
ing policies only, and values its poli- 
cies on the American 3%% Modified 
Perliminary Term Plan. 
to its regular forms the company is- 


UNION CENTRAL LIFE 


In addition | 


sues Guaranteed Premium Reduction | 


policies. 


The vice-president and manager of | 


agencies has had about 20 years’ life 
insurance experience. For several years 


he was with the New York Life Insur- | 
ance Company and was a large pro-| 


ducer. He later was manager of agen- 
cies. The various companies he has 
been connected with speak well of his 
ability. 

The auditor of the company, 
St. John Thomas, has had twenty years’ 
experience in the home offices of life 
insurance companies. Prior to his pre- 
vious connection, he was the secretary 
of the Two Republics Life Insurance 
Company of El Paso, Tex., and prior to 
that connection was with the Great 
Southern Life Insurance Company, of 
Houston, Tex. 

The officers and directors are as fol- 
lows: 

Officers.—President, R. H. Angell; 
vice-president, E. Lee Trinkle; vice- 
president and manager of agencies, R. 
K. Shaw; secretary-treasurer, W. L. 
Andrews; medical director, Dr. J. H. 
Dunkley; general counsel, W. J. Hen- 
son; assistant secretary, F. C. Collings. 


Directors.—Angell, R. H., banker, Roa- 
noke, Va.; Andrews, W. L., insurance, 
Roanoke, Va.; Bandy, J. T., real es- 
tate, Roanoke, Va.; Brame, S. R. capi- 
talist, Floyd, Va.; Botts, J. B., city tax 
collector, Roanoke, Va.; Bird, W. W., 
attorney, Lebanon, Va.; Brown, Rives 
S., capitalist, Martinsville, Va.; Blan- 
ton, C. F., banker, Big Stone Gap, Va.;: 
Chumbley, R. E. L., banker, Pennington 
Gap, Va.; Davis, A. W., capitalist, 
Burkes Garden, Va.; Dunkley, J. H., 
physician, Roanoke, Va.; Flippo, E. R.., 
merchant, Fairfield, Va.; Gills, L R., 
banker, Bedford City, Va.; Henson, W. 
J., attorney, Roanoke, Va.; Hicks, H. 
W., capitalist, Pocahontas, Va.; King, 
Cc. L., banker, Pearisburg, Va.; Kegley, 
Fulton, attorney, Bland, Va.; Legard, 
J. E., banker, Abingdon, Va.; Moomaw, 
Geo. C., banker, Dublin; Newman, E. D., 
attorney, Woodstock; Price, Dr. S. H., 
banker, Montvale, Va.; Seay, R. L, 





capitalist, Buena Vista, Va.; Sheahan, 
J. J., contractor, Roanoke, Va.; Puckett, 
J. T., capitalist, Blackford, Va.; Smith, 
J. E. B., capitalist, Christiansburg, Va.; 
Shaw, R. K., insurance, Roanoke, Va.; 
Trinkle, E. Lee, attorney, Wytheville, 
Va. 


SUN LIFE ASSURANCE COMPANY OF 
CANADA, MONTREAL, QUE. 
This company has reinsured the busi- 
ness of the Prudential Life Insurance 
Company of Winnipeg. See article on 
that company elsewhere herein. 


INSURANCE 
COMPANY, CINCINNATI, O. 
Capital Increased. 

The authorized capital of this com- 
pany has been increased from $500,000 
to $2,500,000, and the paid in capital 
from $500,000 to $2,000,000, the increase 
being paid for by debiting the stock- 
holders’ surplus from non-participating 
insurance and crediting capital account. 
There remains $500,000 stock in the 
treasury for possible future issue. 

The following letter explaining the 
transaction was sent by the president 
of this company to its managers and 
general agents: 


| “Gentlemen: 


Louis | 
propriate 





“The company has this day by ap- 
action increased its author- 
ized capital stock from $500,000 to $2,- 
500,000, and of the authorized increase 
has issued to the stockholders pro rata 
the amount of $1,500,000. This brings 
the outstanding stock up to two mil- 
lion dollars and leaves half a million 
in the treasury for possible future is- 
sue. The immediate stock issue was 
paid for by debiting the stockholders’ 
surplus from non-participating insur- 
ance and crediting capital account. 
“In taking this action, it is proposed 
to apportion the dividends to be paid 
on the increased capital stock in such 
a manner as to protect the participat- 
ing policyholders against any substan- 
tial increase in the proportion contrib- 
uted out of profits derived from the 
participating policies. Prior to this 
new issue, the by-laws of the com- 
pany provided for a semi-annual divi- 
dend to stockholders of 5 per cent., 
payable out of the general funds, and 
further provided that no additional div- 
idends should be paid except from funds 
arising from profits derived from poli- 
cies issued without profits to the 
policyholders. Under those by-law 
provisions, which have been in force 
since 1873, all dividends actually paid 
in cash were taken exclusively from 
the general funds. 
years the annual dividend so charged 
amounted to $50,000. Taking that 
amount as a basis, the company pro- 
poses to limit the annual charge against 
the participating surplus to approxi- 
mately that rate of contribution, not- 
withstanding the increase in the cap- 
ital stock, and to make up the balance 
necessary for stockholders’ dividends 


For the past seven |. 





from ‘the profits derived from policies 
issued without profits to policyhold- 
ers,’ in other words, from the non-par- 
ticipating surplus. 

“As the volume of business increases 
from year to year, and with it the par- 
ticipating surplus, the gross amount 
paid out of it for stockholders’ divi- 
dends should proportionately increase, 
the’ rate per cent. of that contribution 
nevertheless remaining approximately 
constant. When the volume of the par- 
ticipating surplus shall have reached 
a point where that per cent. of charge 
yields a sum equal to 6 per cent. on 
the outstanding capital stock, the limit 
will have been reached, singe it is the 
intent of the company that the stock- 
holders shall at no time in the future 
receive more than 6 per cent. from the 
participating surplus, the general in- 
vestments of the company having al- 
ways produced approximately a return 
of 6 per cent. interest. All of these 
limitations will at the earliest moment 
allowed by law be made effective by 
appropriate amendments to the by- 
laws, for which amendments Vice- 
President Marshall and I now hold suf- 
ficient proxies from the stockholders. 

“By this graduated scale of dividend 
apportionment the company should ul- 
timately have a capital stock carrying 
a dividend limited to 6 per cent. with- 
out having added anything whatever 
to the charge upon the individual hold- 
ers of participating policies. 

“The reason for these changes is ob- 
vious. Having some years ago ceased 
writing non-participating insurance, 
the company is in the position of liqui- 
dating that branch of its business. It 
finds itself with a large surplus, which 
represents the accumulated gains of 
nearly half a century from that non- 
participating business. The stockhold- 
ers alone are entitled to that surplus. 
The question was whether to pay it 
to them in cash, thus reducing the as- 
sets, or to leave it in the business of 
the company as a permanent security 
to the policyholders, all of whom will 
ultimately be participating policyhold- 
ers. 

“The latter was obviously the more 
conservative course. It could only be 
accomplished by capitalizing the non- 
participating surplus. By converting 
this large volatile fund into fixed capi- 
tal, it remains an asset forever, and 
by force of law, as an underlying se- 
curity for the policyholders. Having 
found a way in which this could be 
done without adding any new burden 
to the participating policyholders, the 
company has taken that course.” 

(See Editorial on page 97). 


UNITED LIFE AND ACCIDENT IN- 
SURANCE COMPANY, CONCORD, 
N. H. 

On March 7, 1916, this company re- 
insured the business of the North State 
Life Insurance Company, of Kinston, 
N. C. See article on that company 
elsewhere herein. 
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Gulf Coast Life. Gulfport, Miss. oboe ces Cesecec 19 
Home Guards of America, Van Wert, ‘Ohio. ste coéus 38 
Home Life, New York, N. Y.....ccecceees See 26 
December 68 
Idaho State Life, Boise, Idaho............ Bscocccoeccé 38 
Improved Order of Sentasephs, Baltimore, 
ee ee eT ey ecember 68 
Independent Life, Nashville, Tenn......... October ..... 50 
Indianapolis Life, | sepa: * ge LY bénen2 — a enh Cabae 38 
Intermediate Life, Evansville, Ind........ Bis neves 26 
Inter-Mountain Life, Salt Lake city, Utah. ‘Sept... snecoewnt one 
March........ 
International Life, St. Louis, Mo.......... October ..... 51 
Inter-Southern Life, Louisville, Ky. ooo edly. ek a dpaeind 16 
i enecktees 
Interstate Life & Acc., Chattanooga, Tenn.December.... 69 
Iowa Legion of Honor Cedar Rapids, Ia. March. 106 
Iroquois Life, Louisville, Eevoccous ‘eee S OSes sceneeed 62 
March.. .106 
John Hancock Mutual, Boston, Mass...... December 69 
Kansas City Life, Kansas City, Mo...... aqua seeeese 4 
Bhi ccccoosece 
—— & Ladies of Honor, Indianapolis, 
i etin ccd chicdas beatbec bene ee usando a. «sanekes 
Knights of Honor, St. Louis, Mo..........3uly......... 19 
|) rs 38 
October...... 51 
Lafayette Life, Lafayette, Ind............ pi Sea 27 
Liberal Life, Anderson, Ind.............. pe 27 
Life and Casualty Ins. Co., Nashville, Tenn.Sept.......... 38 
Lincoln National Life. Fort Wayne, Ind..August....... 27 
Louisiana State Life, Shreveport, La....... October ..... 51 
Manufacturers Life, Toronto, Ont......... January..... 76 
February ... 91 
Marquette Life, Springfield, Tll........... August....... 27 
Massachusetts Mut. Life, Springfield, Mass. Aurust beeee en 27 
Meridian Life, Indianapolis, iiomene see? [ are 27 
February 91 
Metropolitan Life, New York...........-.. January ..... 77 
Mid-Continent Life, Muskogee, oe rénée0* SORURIT cc ccc 78 
Midland Life, Kansas City, Mo........... pl 27 
Midland Mutual Life, Gelumbeus. Ohio....August....... 27 
aeney erm 78 
Michigan Mut. Life, Detroit, Mich........Sept.......... 39 
Deosmber. 63 
Midwest Life, Lincoln, Neb.............- BUG. ccvns 27 
Minnesota Mutual Life, St. Paul. Minn...January..... 78 
Missouri State Life, St. Louis, Mo........ a 27 
Mutual Benefit Life, Newark, N. J.......-. August....... 27 
February ... 93 
Mutual Life, New York, N. Y..... coeces Mba cee dér 7 
December 69 
National Capital Life, Washington, D. C.August....... 27 
January ..... 73 
National Fidelitv, Sioux City, Ia......... February . 93 
National Life, Montpelier, Vt......... ao gat eee es 4 
Di oa, ewes es 
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Northern States Life, Hammond, Ind.....August....... 29 Shenandoah Life, Roanoke, Va......... i. TAs 109 
North State Life, Kinston, a March........107 South Bend Life, South Bend, Ind........ August....... 30 
Northwestern Life, Aberdeen, S. D........- October ..... 51 | Southern States Life, Atlanta, Ga........ August....... 30 
Northwestern Mut. Life, .Milwaukee, WisAugust a aa bs ° Southwestern Life, Dallas, Tex..... o++ee duly , . 20 
ecember.... 7 August. -- 30 
Northwestern Nat'l Life, Minneapolis, Minn.January .... December -++ 70 
Gite Mationnt Lite Cintingatl’ Ghie..... y to glial 30 | Standard Life of Amer., Pittsburgh, Pa....November ::: 63 
Ohio State Life. Columbus, ee August... .- 30 Standard Life, Des Moines, Ia............. . .September a 
Old Dominion Life, Norfolk, Va.......--. Mavoh....-..-107 | Siete tite Eeiieeeietie Tek ens oo: eee a8 
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Pension Mutual Life, Pittsburg, to hesees February ... 92 io rice 109 
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People’s Life, Frankfort, Ind............. a RR 40 | Twin City Life, Minneapolis, Min: °° “ ; 
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» BOW TEM, Wee Becca veccece ccc ccccccecs February ... 95 
January ..... 78 March 
Presbyterian Ministers Fund, Phila. Pa..August....... 30 Union Pacific Life, Portland, Ore......... Sep Ss sie ee "2 
Protective League Life, Decatur, Ill...... March........107 October ..... 51 
Providers’ Life Assur. Co., Chicago, Ill...Sept.......... 41 | Union FPactiec Lite af vancouver, Wash.. 
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Prudential Life, Winnipeg, Man.......... — aeaiae a nites ew te roy & Yok NY Til. we trees 80 
San wch "407 ’ Sa eo ones ae SR Pree 42 
Puritan Life Ins. Co., Providence, R. I....January..... 79 January ..... 80 
Volunteer State Life, Chattanooga, Tenn..Sept.......... 
Reliable Life, Indianapolis, Ind........... ee. + 70 West Coast Life. San Francisco, Cal..... eo ee see 3 
March: ia 197 wWesters sate indesanity C. Lo nna at. font Yea > 42 
; estern States Life, San Francisco, Cal. .Sept.......... 
Reliable Life, New Orleans, La...........NOV......++:. 63 Western Union Life, Snokane, Wash..... ne edhe e emda 13 
Reserve Loan Life, Indianapolis, Ind. en be eeces 30 Wisconsin National Lifé, Oshkosh, Wis..August....... 21 
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IMPORTANT NEW PUBLICATION 


THE YOUNGER LIFE 
INSURANCE COMPANIES 


Results of the First Decade 


of the 


“New Company Movement” 
Where the Companies and Their Stockholders Stand 




















This survey embraces all life insurance companies organized in 
the United States during the ten years ending December 31, 1914. 


A Permanently Bound 
Book of Forty-Eight Pages 


Shows amounts invested by stockholders in each company and 
returns to them by years; what remains of their contributions to 
surplus; and the amount of business in force December 31, 1914. 


Includes all companies organized during the past ten years and 
still in business; also a separate tabulation of those companies which 
have discontinued business, showing method of retirement of each 
company, and how their stock-holders fared. 


An historical sketch outlines every phase of this: very important 
development, and is a most interesting commentary upon the prob- 
lems of new life insurance companies. 


This publication will be found of great value to everyone inter- 
ested in the life insurance business. A copy will be sent upon receipt 


of $1.00. 


Copyrighted by 


ALFRED M. BEST CO., Incorporated, “sew York ?x'y." 
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Reliable Life (Continued). 
admitted assets of $296,161.64, of which 
amount $198,246.01 represented legal 
reserve on outstanding policies to the 
amount of $1,607,733. The impairment 
of capital was $56,341.49. 

“The company is continuing in busi- 
ness and will do so until every re- 
quirement of the reinsurance has been 
complied with by the Pension Com- 
pany and the transfer has the full ap- 
proval of the Indiana Insurance De- 
partment.” 


ROYAL LIFE INSURANCE COMPANY, 
CHICAGO, ILL. 
Receiver Appointed. 

On February 28, 1916, Mark P. 
Bransfield was appointed receiver for 
this company on complaint of eight 
stockholders, who alleged conspiracy, 
misappropriation, waste and fraud in 
management and sale of stock. 

The company was examined by the 
Illinois Insurance Department as of 
December $31, 1915, the report being 
dated February 18, 1916. This showed 
that on December 31, 1915, the paid-in 
capital of $174,158.97 was impaired 
$135,960.76. Since organization, the to- 
tal amount contributed by the stock- 
holders to capital and surplus accounts 
was $511,526.61, and there remained to 
the credit of the stockholders on De- 
cember 31, 1915, only $38,198.21, in the 
admitted assets, after making allow- 
ance for outstanding liabilities. The 
company had at the end of 1915 only 
$2,605,000 of ordinary insurance in 
force and industrial insurance with a 
weekly debit of $2,257.46 to show for 
the heavy expenditures made. This is 
one of the most flagrant cases of mis- 
management and breach of trust in 
the operation of a life insurance com- 
pany that has been brought to our at- 
tention. In our previous reports upon 
this company we have called attention 
to the caliber of its management, who 
have had full control of its affairs, 
and have advised caution in dealing 
with it. 

The capital of the company at the 
end of 1914 was impaired $51,296.69, and 
in spite of this fact the management 
sold stock during 1915 at $30, $40 and 
$50 per share (par value $10). During 
the examination, at the request of the 
Illinois Insurance Department, the price 
was reduced to $30 per share, allow- 
ance being made in the stock issued at 
the higher price so as to place all on 
the same basis of $30 per share. 

The report states that during 1914 
there was no evidence in the minutes 
of the approval of officers’ salaries and 
the making of investments, which is re- 
quired under the laws of Illinois. The 
president’s salary in 1915 was $99.99 
per month, but in that year he re- 
ceived in addition, various credits under 
a general manager’s contract, aggre- 
gating $13,579.29, made up as follows: 
salary, $1,199.88; commissions on stock 
sales, $2,278.98; commissions on ordi- 
nary insurance (personal agency), $4,- 
372.57; over-riding 5% commission on 
ordinary premiums, $3,761.90; over-rid- 
ing 2% commission on industrial pre- 


miums, $1,571.13; commissions on in- 
crease in industrial weekly debit, $394.- 
83; total, $13,579.29. 

The statement of the company as of 
December 31, 1915, in detail is as fol- 
lows: 

Admitted assets.—Mortgage loans, 
$13,650; premium notes, $968.30; bonds 
(market value), $90,393; cash, $9,990.70; 
interest accrued, $570.25; net outstand- 
ing and deferred premiums, $11,381.96; 
total admitted assets (after deducting 
agents’ balances, $6,982.35, and excess 
of policy credits over corresponding la- 
bilities, $793.70), $119,178.16. 

Liabilities.—Net reserve, $66,771; un- 
paid claims. $4,334.20; total liabilities, 
except capital, $80,979.95; capital paid 
in, $174,158.97; impairment, $135,960.76. 

Income during 1915.—Ordinary pre- 
miums: new, $47,335.89; renewal, $27,- 
902.08; industrial premiums, $78,556.47; 
interest, $4,444.42; net surplus collected, 
$100,787.93; total income, $260,919.89. 

Disbursements during 1915.—Claims 
paid, $31,158.17; commissions (first year, 
ordinary), $29,318.03; renewal (ordi- 
nary), $2,654.59; industrial commissions, 
$34,197.32; agents’ bonuses and prizes, 
$1,630.95; salaries of superintendents, 
$38,236.05; other branch office expenses, 
$13,102.69; medical fees and inspections, 
$5,997.83; salaries of officers and home 
office salaries, $47,426.59; commissions 
on stock sales, $22,416.51; agents’ bal- 
ances charged off, $27,709.59; traveling 
expenses, $3,020.27; rent, $9,135.59; ad- 
vertising, printing, postage, etc., $19,- 
263.80; furniture and fixtures, $3,433.08; 
legal expenses, $3,558.55; insurance de- 
partment fees and taxes, $1,377.45; ex- 
penses of agents’ and stockholders’ 
meetings, $3,572.80; automobile expense, 
2,536.18; miscellaneous expenses, $385,- 
42; total disbursements, $300,131.46. 

In his concluding remarks the exam- 
iner stated that at the time it was 








examined (as of December 31, 1914) the: 
the 


company’s resources permitted 
prospect of success under a careful ad- 
ministration of its affairs, but at the 
end of 1915 the statement failed to 
show the retrenchment in expenses or 
recognition by the management of the 
imperative necessities of the situation; 
therefore, under present conditions the 
continued sale of the company’s stock 
appears entirely unwarranted. 





SECURITY MUTUAL LIFE INSUR- 
ANCE COMPANY, BINGHAMTON, 
NEW YORK. 


Adopts Disability Clause. 


On January 1, 1916, this company 
adopted a disability clause, which 
reads as follows: 

“After premium for one full year 
shall have been paid under this pol- 
icy, and before a default in the pay- 
ment of any subsequent premium, and 
before attaining the age of sixty years, 
if the insured shall furnish this Com- 
pany at its Home Office, Binghamton, 
N. Y., with due proof that he has be- 
come wholly and permanently dis- 
abled by bodily injuries or disease, so 
that he is and will be permanently, 
and wholly prevented 





|} continuously 





' tinue to sell 





from pursuing any and all gainful oc- 


cupation, the Company by  indorse- 
ment on this policy will waive the 
payment of all premiums becoming 
due after the expiration of the then 
current policy year, during the con- 
tinuance of such disability. In mak- 
ing settlement under this policy the 
Company shall not deduct any part of 
the premiums so waived, and the loan 
and cash surrender values provided 
for under “Non-Forfeiture Provisions” 
shall increase from year to year in the 
Same manner as if the premiums so 
waived had been paid in cash. 

“This agreement is made in 
eration of the payment 
tional premium of 
included in the whole premium 
charged for this policy. The insured 
agrees that any medical examiner ap- 
poined by the Company shall be per- 
mitted at least once in each year 
thereafter to satisfy himself by exam- 
ination of the person of the insured as 
to the continuance of the disability, 
and if it shall appear to the Company 
that the insured is able to perform 
any work or to engage in any occu- 
pation whatsoever for compensation 
or profit, no further premiums will be 
waived and all premiums thereafter 
falling due shall be paid by the in- 
sured accordtng to the terms, provi- 
sions and conditions of the policy. It 
is further agreed that the insured may 
at any time discontinue the benefits 
provided by this rider, and thereafter 
the benefits hereunder shall cease and 
the premium on this policy shall be 
reduced by the additional premium 
specified in this rider, provided the 
policy shall be returned to the Com- 
pany for proper endorsement with 
written request therefor signed by the 
insured. In event the insured attains 
the age of sixty years without claim- 
ing the benefit of this rider, then the 


consid- 
of an addi- 
which is 


additional premium charged hereun- 
der and the total dtsabilityv benefits 
herein provided shall immediately 
cease and determine.” 





SHENANDOAH LIFE INSURANCE 
COMPANY, ROANOKE, VA. 


This company was incorporated De- 
cember 23, 1914, with $500,000 author- 
ized capital. It began business on 
January 26, 1916, with $309,460 capital 
subscribed, of which $215,503.06 was 
paid in, together with $73,638.15 sur- 
plus. The par value of the stock is $10 
per share, and was sold in three series 
at $20, $22.50 and $25 per share. The 
promotion of the company was handled 
by the Colonial Organization Corpora- 
tion until October 19, 1915, and it re- 
ceived $5 per share, for organization 
expenges. Sinee that date the stock 
has been sold under the direction of 
the company at a limited expense of 
$4 per share. The company will con- 
the stock until the full 
amount authorized is sold, and will en- 
deavor to save all it can out of the 
expense allowed. 

As will be seen from the above, the 
organization expenses of the company 
have been high. We called attention 
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to this matter at the time the company 
first begain selling stock. 

On February 1, 1916, the company had 
stock notes outstanding of $219,087.58 
and stock subscriptions on which no 
payment had been made, except the 
$5 per share taken by the promotion 
company, amounting to $58,931.50, mak- 
ing a total of $278,019.08. Of that 
amount, $182,340.00 is applicable to 
capital account and $95,679.08 to sur- 
plus. 

The company has reputable backing. 
Its directorate is composed mainly of 


bankers and capitalists in Roanoke and | 


neighboring towns. 

The company writes non-participat- 
ing policies only, and values its poli- 
cies on the American 3%% 
Perliminary Term Plan. In addition 
to its regular forms the company is- 
sues Guaranteed Premium Reduction 
policies. 

The vice-president and manager of 
agencies has had about 20 years’ life 
insurance experience. For several years 
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Modified | 


capitalist, Buena Vista, Va.; Sheahan, 
J. J., contractor, Roanoke, Va.; Puckett, 
J. T., capitalist, Blackford, Va.; Smith, 
J. E. B., capitalist, Christiansburg, Va.; 
Shaw, R. K., insurance, Roanoke, Va.; 
Trinkle, E. Lee, attorney, Wytheville, 
Va. 


SUN LIFE ASSURANCE COMPANY OF 
CANADA, MONTREAL, QUE. 
This company has reinsured the busi- 
ness of the Prudential Life Insurance 
Company of Winnipeg. See article on 
that company elsewhere herein. 


UNION CENTRAL LIFE INSURANCE 
COMPANY, CINCINNATI, O. 
Capital Increased. 

The authorized capital of this com- 


pany has been increased from $500,000 


to $2,500,000, and the paid in capital 


from $500,000 to $2,000,000, the increase 
being paid for by debiting the stock- 
holders’ surplus from non-participating 


he was with the New York Life Insur- 


Company and was a large pro- 
ducer. He later was manager of agen- 
cies. The various companies he has 
been connected with speak well of his 
ability. 

The auditor of the company, Louis 
St. John Thomas, has had twenty years’ 
experience in the home offices of life 
insurance companies. Prior to his pre- 
vious connection, he was the secretary 
of the Two Republics Life Insurance 
Company of El Paso, Tex., and prior to 
that connection was with the Great 
Southern Life Insurance Company, of 
Houston, Tex. 

The officers and directors are as fol- 
lows: 

Officers.—President, R. H. Angell; 
vice-president, E. Lee Trinkle; vice- 
president and manager of agencies, R. 
K. Shaw; secretary-treasurer, W. L. 
Andrews; medical director, Dr. J. H. 
Dunkley; general counsel, W. J. Hen- 
son; assistant secretary, F. C. Collings. 


Directors.—Angell, R. H., banker, Roa- 
noke, Va.; Andrews, W. L., insurance, 
Roanoke, Va.; Bandy, J. T., real es- 
tate, Roanoke, Va.; Brame, 8S. R. capi- 
talist, Floyd, Va.; Botts, J. B., city tax 
collector, Roanoke, Va.; Bird, W. W., 
attorney, Lebanon, Va.; Brown, Rives 
S., capitalist, Martinsville, Va.; Blan- 
ton, C. F., banker, Big Stone Gap, Va.; 
Chumbley, R. E. L., banker, Pennington 


ance 





Gap, Va.; Davis, A. W., capitalist, 
Burkes Garden, Va.; Dunkley, J. H., 
Physician, Roanoke, Va.; Flippo, E. R.., 
merchant, Fairfield, Va.; Gills, L R., 


banker, Bedford City, Va.; Henson, W. 
J., attorney, Roanoke, Va.; Hicks, H. 
W., capitalist, Pocahontas, Va.; King, 
Cc. L., banker, Pearisburg, Va.; Kegley, 
Fulton, attorney, Bland, Va.; Legard, 
J. E., banker, Abingdon, Va.; Moomaw, 
Geo. C., banker, Dublin; Newman, E. D., 
attorney, Woodstock; Price, Dr. S. Hi, 
banker, Montvale, Va.; Seay, R. L, 


insurance and crediting capital account. 
There remains $500,000 stock in the 
treasury for possible future issue. 

The following letter explaining the 
transaction was sent by the president 
of this company to its managers and 
general agents: 


“Gentlemen: 


“The company has this day by ap- 


propriate action increased its author- 


; 
i 


ized capital stock from $500,000 to $2,- 


500,000, and of the authorized increase 


has issued to the stockholders pro rata 





the amount of $1,500,000. This brings 
the outstanding stock up to two mil- 
lion dollars and leaves half a million 
in the treasury for possible future is- 
sue. The immediate stock issue was 
paid for by debiting the stockholders’ 
surplus from non-participating insur- 
ance and crediting capital account. 
“In taking this action, it is proposed 
to apportion the dividends to be paid 
on the increased capital stock in such 
a manner as to protect the participat- 
ing policyholders against any substan- 
tial increase in the proportion contrib- 
uted out of profits derived from the 
participating policies. Prior to this 
new issue, the by-laws of the com- 
pany provided for a semi-annual divi- 
dend to stockholders of 5 per cent., 
payable out of the general funds, and 
further provided that no additional div- 
idends should be paid except from funds 
arising from profits derived from poli- 
cies issued without profits to the 
policyholders. Under those by-law 
provisions, which have been in force 
since 1873, all dividends actually paid 
in cash were taken exclusively from 
the general funds. For the past seven 
years the annual dividend so charged 
amounted to $50,000. Taking that 
amount as a basis, the company pro- 
poses to limit the annual charge against 
the participating surplus to approxi- 
mately that rate of contribution, not- 
withstanding the increase in the cap- 
ital stock, and to make up the balance 
necessary for stockholders’ dividends 





from ‘the profits derived from policies 
issued without profits to policyhold- 
ers,’ in other words, from the non-par- 
ticipating surplus. 

“As the volume of business increases 
from year to year, and with it the par- 
ticipating surplus, the gross amount 
paid out of it for stockholders’ divi- 
dends should proportionately increase, 
the rate per cent. of that contribution 
nevertheless remaining approximately 
constant. When the volume of the par- 
ticipating surplus shall have reached 
a point where that per cent. of charge 
yields a sum equal to 6 per cent. on 
the outstanding capital stock, the limit 
will have been reached, since it is the 
intent of the company that the stock- 
holders shall at no time in the future 
receive more than 6 per cent. from the 
participating surplus, the general in- 
vestments of the company having al- 
ways produced approximately a return 
of 6 per cent. interest. All of these 
limitations will at the earliest moment 
allowed by law be made effective by 
appropriate amendments to the by- 
laws, for which amendments Vice- 
President Marshall and I now hold suf- 
ficient proxies from the stockholders. 

“By this graduated scale of dividend 
apportionment the company should ul- 
timately have a capital stock carrying 
a dividend limited to 6 per cent. with- 
out having added anything whatever 
to the charge upon the individual hold- 
ers of participating policies. 

“The reason for these changes is ob- 
vious. Having some years ago ceased 
writing non-participating insurance, 
the company is in the position of liqui- 
dating that branch of its business. It 
finds itself with a large surplus, which 
represents the accumulated gains of 
nearly half a century from that non- 
participating business. The stockhold- 
ers alone are entitled to that surplus. 
The question was whether to pay it 
to them in cash, thus reducing the as- 
sets, or to leave it in the business of 
the company as a permanent security 
to the policyholders, all of whom will 
ultimately be participating policyhold- 
ers. 

“The latter was obviously the more 
conservative course. It could only be 
accomplished by capitalizing the non- 
participating surplus. By converting 
this large volatile fund into fixed capi- 
tal, it remains an asset forever, and 
by force of law, as an underlying se- 
curity for the policyholders. Having 
found a way in which this could be 
done without adding any new burden 
to the participating policyholders, the 
company has taken that course.” 

(See Editorial on page 97). 


UNITED LIFE AND ACCIDENT IN- 

SURANCE COMPANY, CONCORD, 

N. H. 

On March 7, 1916, this company re- 
insured the business of the North State 
Life Insurance Company, of Kinston, 
N. C. See article on that company 
elsewhere herein. 
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All Companies and Associations reported upon in this 
IN DE x and all prior issues of the current volume of BEST’S LIFE INDEX 
INSURANCE NEWS, beginning with that of ane 1915 
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